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Kuwait: Key Economic Indicators 
(All values in millions of US $, unless otherwise indicated) 


Income and Production 

GDP at Current Prices 

Per Capita GDP ($) 

Crude Oi] Production (mil Bpd) 
Natural Gas Utilized (bil cu ft) 
Refinery Production (mil bb1) 
Electric Power (mil kwh) 
Desalinated Water (mil Imp gal) 
Fertilizers (000 met.ton) 


Money and Prices 


Money Supply (M1) 

Quasimoney (M2-M1) 

Wholesale Price Index(1980=100) 
Cost-of-Living Index (1978=100) 
Exchange Rate: 1 Kuwaiti Dinar 


Balance of Payments and Trade 


Exports and Reexports 
of which, Oi] 

Imports(CIF) 

Trade Surplus 

Current Account Surplus 

Imports from the U.S. 

Exports to the U.S. 

U.S. Trade Surplus 


1984 
21,716 
13,160 


Bi 
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176 
13,894 
34,522 
611 


3,089 
12,111 
108 
140 
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12,278 
11,008 
6,901 
5,377 
6,294 
635 
280 
355 
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1985 
19,730 
11,670 
1. 
179 
206. 
15,416 
36,904 
562 


2,968 
11,803 
106.9 
142.4 
$3.32 


10,464 
9,454 
5,925 
4,539 
5,607 

550.6 
198.1 
352.5 


1986 
17,000.0 


106. 
143. 
$3. 


7,372 
6,376 
5,842 
1,530 
4,670. 
635. 
307. 
328. 


Principal U.S. Exports: Aircraft, autos, parts and equipment, 
trucks, trailers and buses; A/C and refrigeration equipment; 
construction machinery and equipment; consumer goods. 


Public Finance 84/8 
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(FY runs July-June) (Actual) 


Oil & Gas Sales 8,200. 
Income & Turnover Taxes aie 
Customs Duties 205. 
Service Revenues 469. 
Misc. and Capital Revenue 106. 


Book Revenues 9,194. 


Current Expenditures 8,127. 
Dev. Projects & Land 2,609. 
Fund for Future Generations 919. 
Kuwait Fund 100. 


Total Outlays 11,756. 


1 


Book Deficit 2,562. 


Investment Income 3,900 
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85/86 


(Budget) 


9,149. 
347. 
394. 
566. 

f3. 


10,532. 


8,745. 
2,852. 
1,053. 

101. 
2, 'S2. 
2,220. 
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85/8 


6,963. 
162. 
201. 
505. 

94. 

7,926. 


8,049. 
2,447. 
792. 
101. 
11,391. 
3,465. 


4,000.0 E 4,000. 


Sources: Central Bank of Kuwait: Quarterly Statistical 
Ministry of Planning: Monthly Digest of Statistics 


Official Gazette 


U.S. trade statistics - U.S. Department of Commerce 
E - Embassy estimates from part year statistics. 
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(Actual) 


588. 
6,790. 


8,264. 
2,502. 
679. 

0. 
11,516. 
4,726. 


0 E 4,000. 
Bulletins 





INTRODUCTION AND SUMMARY * 


0i1-Based Wealth: Despite reverses suffered in the first half of 
the 1980s, Kuwait, with an oil-based economy, remains one of the 
wealthiest countries in the world. Last year's oil-price 
collapse, plus continuation of the Iran-Iraq war, pushed national 
income well below its 1980 peak, and Kuwait had a second year of 
negative real growth of GDP. Per capita GDP slipped from $11,670 
in 1985 to about $10,000 in 1986, or just half the 1980 high of 
over $20,000. With reduced oi] revenues affecting the non-oil 
sector, total economic activity was down nearly 20 percent. 
Prices remained stable. 


With oil reserves of nearly 100 billion barrels and one of the 
lowest production costs in the world (just over $1 a barrel), 
Kuwait appears assured of prosperity well into the future. Its 
reserve funds, which now contain over $80 billion, continue to 
grow despite deficits in the government budget. Prudent 
investment policies have made investment earnings relatively more 
important than in other Gulf States. Over the past 3 years 
investment income has been about 50 percent of oil revenue, or 
about one-third of tota! income. 


Economic Problems: While the overall future of Kuwait's economy 
is secure, a number of sectors face short-term problems. Private 
sector activity, which accounts for about one-third of the total, 
remains sluggish, and the government has cut spending under the 
stress of revenue declines. The real estate sector is over-built 
in apartments and commercial/office space, and while some 
residential, single dwelling housing projects continue, other 
construction projects are not numerous. The financial and banking 
sector is not yet free of the fallout from the Souk Al-Manakh 
stock market crash, although the government has installed the 
mechanisms for its solution. Finally, the economy remains heavily 
dependent on foreign labor, as Kuwaitis account for less than 20 
percent of the labor force. 


Average annual oi] production peaked at nearly 3.3 million 
barrels per day (bpd) in 1972, but since 1981 production has 
declined to about 1 million bpd. Refinery output, and therefore 
the mix of crude and product exports, has continually fluctuated 
as Kuwait made adjustments for changing market conditions. The 
price of Kuwaiti crude, $27.30 per barrel when OPEC began its 
market share defense in late 1985, declined precipitously to 
under $10 last summer and averaged about $13.50 for the year. 
When OPEC reinstated output quotas last fall, prices began to 
rise; since the December 1986 establishment of official OPEC 
prices, the spot price of Kuwaiti crude has fluctuated around its 
$16.67 per barrel official price. Although the overall decline 
in production and prices has put oi] revenues down, the market 


* This report was prepared in April 1987. 
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activities of the state-owned Kuwait Petroleum Corporation (KPC) 
reflect the country's fundamental economic strength. Competing 
with the giants of the industry as a major integrated oil] company, 
it has continued expanding its upstream and downsteam activities 
at home and abroad. 


The seemingly unending Gulf War, now into its 7th year, continues 
to have a negative impact on the Kuwaiti economy. It has 
devastated the important reexport trade and damaged business 
confidence, as businessmen fear the war may spill over into 
Kuwait or that Iranian attacks on tankers might cut Kuwait's oi] 
exports. 


Business Prospects: The Kuwaiti commercial outlook might appear 
somewhat bearish, given the depressed level of business and 
development spending and the nearly nonexistent potential for 
reexports. Most economic observers, however, believe the Kuwaiti 
economy has bottomed out, and the only question is when and how 
quickly it will begin to grow. This is still a 
consumption-oriented society with a substantial level of business 
activity--activity that is increasing as things stabilize and 
which could surge through reexports to Iran and Iraq if those 
countries ended their war and began rebuilding their economies. 


There are numerous opportunities for U.S. firms willing to 
establish or renew long-term relationships with Kuwaiti trading 
partners. Such firms can benefit from the improved exchange-rate 
position of the dollar and will be ready for the expected upsurge 
in trade when the war ends. The United States improved its 
market share in a declining market in 1986, and the situation so 
far in 1987 shows continuing strength. Besides pricing their 
products and services competitively, U.S. firms should focus on 
areas of technology or expertise where the United States has a 
clear advantage. Some of these are: equipment for electric power 
generation and distribution; medical services and related 
equipment; oil, gas, and petrochemical development; telecom- 
munications; specialized computer hardware and software; fashion 
apparel; environmental protection and solar energy. Recently, 
U.S. agricultural and processed food products have made new 
inroads into the Kuwaiti market. 


On major projects, such as housing and road construction, Kuwait's 
increasingly large and sophisticated local firms will provide a 
growing challenge for foreign firms. These firms will still need 
and use foreign subcontractors on more complicated projects. 

Joint ventures with Kuwaiti firms can offer significant advantages 
to U.S. firms interested in major project activity, especially 
those competent in the field of construction management. In 
addition, Kuwait's development assistance and foreign investment 
activities may provide opportunities for joint ventures with 
Kuwaiti firms in third countries. 





PETROLEUM SECTOR 


Production, Exports, and Revenues: Kuwait's proven oil reserves, 
estimated at well over 90 billion barrels, are second only to 


those of Saudi Arabia and the Soviet Union. At current levels of 
production, these reserves would last more than 200 years. Under 
the latest OPEC production-restraint regime, Kuwait was allotted 
an output level of 948,000 bpd. However, it has been producing 
somewhat over its quota in recent months. 


In late 1985, when OPEC decided to defend market share rather 
than price, Kuwait began steadily increasing its production. 
Crude output reached 1.08 million bpd in January, jumped to 1.26 
million bpd in February and 1.56 million bpd in March. In 1986 
production peaked at 2 million bpd, though not for a full month. 
Oil-field sabotage by Iranian sympathizers in June reduced output 
temporarily. At its August meeting, OPEC decided to return toa 
pricing target with production restraints, and Kuwait's quota 
dropped to less than 1 million bpd for the last 4 months of 1986. 


As Kuwait's production increased, KPC mobilized its marketing 
department to sell the additional oil] and product. Kuwait's 
three domestic refineries were geared up to maximize output, and 
for much of the year throughput exceeded their 570,000 bpd rated 
capacity. Kuwait's total oil production for the year averaged 
more than 1.3 million bpd, with product exports approaching 
500,000 bpd and crude exports nearly 800,000 bpd. The Far East 
is Kuwait's principal market for both crude and products, but 
European sales are becoming increasingly important. 


Although the 1986 average oil price was 50 percent of the 1985 
price (about $13.50 in 1986 compared to the former price of 
$27.30), total production of oi] rose around 30 percent. Thus 
total oil revenues declined only about 20 percent, to about $7.5 
billion. With an OPEC quota of only 948,000 bpd and an official 
price of $16.67 per barrel, Kuwait's direct oil revenues will 
drop again, to about $6 billion in 1987. This decline will be 
somewhat alleviated by the large and growing profits from 
refining and marketing realized by KPC's downstream activities. 


Domestic Developments: During the past year Kuwait continued its 
extensive drilling program in various onshore fields. This 
included deep test wells in the lower Marrat formation and 
development wells in the Umm Gudair and Marrat areas. Extensive, 
long-neglected workover and recompletion work was done in the 
more shallow producing fields, as Kuwait pushed to expand its 
production capacity back above 2 million bpd. If OPEC discipline 
breaks down again, Kuwait will be ready to move quickly to expand 
its output. 
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On the capital projects side, the upgraded Mina Ahmadi refinery 
was formally inaugurated in February, and work is moving ahead on 
the upgrade of the Mina Abdullah refinery. The latter should be 
completed at the end of 1987, giving Kuwait domestic refinery 
capacity of 670,000 bpd. In late 1986, the new salt and chlorine 
plant began initial production, and plans were being modified to 
increase capacity of a proposed polypropylene plant from 62,000 
to 75,000 tons per year. The first phase of a gas pipeline to 
transport gas from Iraq's southern fields was completed. 


Foreign Developments: KPC continued to expand its distribution 
network by purchasing a string of gas stations in Great Britain, 
making a total of seven European countries with KPC retail 
outlets. KPC had operated its continental outlets under the GULF 
name since purchasing them in 1983, but recently began switching 
to KPC's new proprietary brand, "Q8." According to a senior KPC 
official, this captive distribution system now pumps over 240,000 
bpd of products, or one-fourth of Kuwait's total OPEC quota. In 
March 1987 KPC further expanded its retail system by purchasing 
British Petroleum's operations in Denmark. An upgrade of storage 
facilities/loading terminal in Rotterdam designed to handle giant 
oil tankers bringing crude and products to feed this system was 
scheduled for completion in 1987. 


In other sectors, the Turkish-Arab Fertilizer Company, a Kuwaiti- 
Tunisian-Turkish joint venture, was established officially, and 

construction plans for the Sino-Kuwaiti-Tunisian fertilizer plant 
in China moved ahead. In light of changing oi] market prospects, 


KPC's foreign-exploration subsidiary, Kuwait Foreign Petroleum 
Exploration Company (KUFPEC), scaled back its activities and 
relinquished concessions in Tanzania, Oman, Turkey, and the Guif 
of Suez after test wells turned out to be dry. KUFPEC began 
development programs for its discoveries in offshore China, 
Indonesia and Egypt, but took on only one new concession, in the 
Senam area of Indonesia. 


Facing Budgetary Realties: Over the past 4 years, the Kuwaiti 
Government has tightened up on and cut spending, but oil revenues 
have fallen even faster. To cover the budgetary deficit (the 
shortfall between expenditures and oil revenues plus taxes and 
fees), the government has had to draw on investment income and, 
last year, perhaps even on capital funds in the State General 
Reserve (SGR). For FY 1986/87 (July 1-June 30), government 
outlays were projected to be $11.5 billion, down some 11 percent 
from last year. Revenues, based on oil price estimates of $15 
per barrel, were projected to fall about 35 percent, leaving a 
deficit of some $4.6 billion. While investment income has 
recently averaged $4-5 billion per year, not all of it is legally 
available to cover budget deficits and some drawdown of the SGR 
may again occur. 
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Cutting back on the extensive system of subsidies for 
government-provided goods and services, whether unilaterally or 
in joint action with the other Gulf Cooperation Council 
countries, is a continuing topic of discussion. The most recent 
proposal is for a health insurance scheme that would require 
contributions by individuals toward what is now a cost-free 
service. There is, however, strong popular resistance to lifting 
subsidies--for example, the increase in utility rates promised 
for last year has not yet been implemented. While the government 
is seriously trying to keep spending within the limits of oi] 
revenues, it has been willing to run budget deficits and use the 
cushion of available capital funds built up in the past to 
insulate the population from the full effects of reduced oi] 
revenues. 


Distributing Petrodollars: The Government budget for FY 1986/87 
projects development spending at $2.12 billion, nearly 10 percent 
down from the previous budget. However, much of this ammount is 
earmarked for the completion of major projects already under 

way. With the extensive infrastructure development that has 
already occurred, it is becoming ever more difficult to identify 
new major public works projects. Housing and some social service 
facilities will probably make up the bulk of new projects. 

Other large projects in various stages of planning include a new 
telecommunication tower, the new Amiri Diwan, and a new 
headquarters complex for KPC. 


Government purchases of land have traditionally played an 
important role in recycling public money into the domestic 
economy, but tightened government spending has caused a backlog 
of such purchases to develop. On December 14, 1986, the 
government set up a $2.1 billion-land purchase fund to clear up 
the backlog, stimulate economic activity through increased 
purchasing power and strengthened real estate markets, and help 
solve the difficult debt problem of the banking sector. 
Landowners will be paid partly in cash and the rest in bonds that 
will mature in up to 5 years. These will be redeemed by an 
annual appropriation of some $350 million. Since this is less 
than the $500-million-plus spent annually in recent years, the 
scheme will impose no extra strains on the budget. 


Balance of Payments Still Favorable: Besides exporting oil, 
Kuwait is a major exporter of capital, both in the form of 
earnings sent home by its large expatriate labor force and 
through public and private foreign investment. Though trade and 
current account surpluses have been declining since 1980, they 
still remain firmly in the black. Since the government's two 
principal reserve funds, the State General Reserve (SGR) and the 
Fund for Future Generations (FFG), have both grown rapidly 
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through capital contributions and reinvestment of income, net 
investment income has not declined so rapidly. The FFG, now 
containing over $40 billion, will continue to grow because 
neither principal nor interest can be spent before 2001 and 10 
percent of government budget revenues must be put in every year. 
The SGR, whose income and capital can be drawn on for budget 
expenditures, still holds more than $39 billion. 


Foreign Investment Strength: As a result of Kuwait's great 
wealth and small size, foreign investment basically flows out of 
rather than into the country. The country's official reserves 
grew rapidly during the oil boom, and in 1984, the Kuwait 
Investment Authority (KIA) was created to manage the country's 
reserve funds. KIA sets policy and selects the agents to handle 
the day-to-day investment activities. The majority of KIA's 
funds are invested abroad, mainly in the United States and 
Western Europe, with over half in dollar-denominated investments. 


As a rule, Kuwait has focussed on equity investments rather than 
bonds and other money market instruments. It has at times, 
however, shifted the balance toward fixed rate instruments in 
order to realize gains achieved in its equity investments. To 
avoid disclosure requirements such as that of the U.S. Securities 
and Exchange Commission on holdings of 5 percent or more, Kuwait 
has generally spread its equity investments in the United States 
among many companies. In Europe and Asia, it has bought large 
blocks of selected companies. 


Domestic Investment Weakness: In contrast to the active role of 
Kuwaiti public and private investors on the international scene, 
their activity is constrained on the domestic scene. Kuwait long 
ago decided not to pursue a policy of industrialization, 
particularly where it might bring in excessive expatriate labor. 
Although it is active, the Kuwait Stock Exchange lists a rather 
small number of companies. Given the relatively sluggish economy 
of the past few years, real estate and other investment projects 
have been limited. 


Spotlight on the Banks: As a result of the Souk Al-Manakh crash, 
the Kuwaiti commercial banks were left with many doubtful or 
nonperforming debts. The Central Bank began tightening up its 
banking regulation and in 1985 forced the banks to classify their 
debt portfolios and make provision for the various kinds of 
doubtful debts. The bank's annual reports reflected the scope of 
the problem, as profits were down or nonexistent and only three 
banks were allowed to pay cash dividends. 


In August 1986 the Central Bank published its scheme for solving 
the difficult debt problem. Nonpaying borrowers were required to 
submit financial statements listing all their assets and 
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liabilities, both domestic and foreign. If the client had 
positive net worth, the bank was to deal with him in a normal 
fashion, i.e., foreclose on assets if he did not pay up. If the 
client had a negative net worth, the banks were to divide his 
liabilities into two parts: a low-interest loan equal to the 
amount of his assets and an interest-free promissory note for the 
rest. Over the next 10 years, the relative value of these two 
would be adjusted to reflect the value of the underlying assets 
and any newly acquired or discovered assets of the client would 
be mortgaged to the bank. At the end of 10 years, the loans 
would be paid up and the notes written off, the banks having made 
provisions for this over that period. Meanwhile, the Central 
Bank would have compensated the individual banks for the reduced 
income resulting from participation in the program, thus assuring 
a profit to the banks and a dividend to the shareholders. 


The program is rather complex and will take some time to 
implement fully, especially for debtors who owe more than one 
bank, foreign or domestic, or where borrowers are interlocked. 
The program appears to be a reasonable solution under the 
circumstances. Debtors will neither be bailed out nor forced 
into bankruptcy, the former being unacceptable economically and 
the latter unacceptable politically in a small, integrated 
society such as Kuwait. 


Foreign Assistance Remains High: Despite falling revenues and 
consequent budget cuts, Kuwait's development assistance remains 
high. Most assistance flows through the Kuwait Fund for Arab 
Economic Development, either directly from the Fund's capital or 
as government resources administered by the Fund. In FY 1985/86, 
the 25th Anniversary of its founding, the Fund committed some 
$302 million in new loans, some 30 percent more in dinar terms 
than the previous year. Budget cuts, both current and in the 
future, should not have an impact on the level of Kuwait Fund 
lending. Income on invested capital plus repayment of prior 
loans could support a lending program in excess of $350 million 
per year. The principal constraint on Fund lending is the lack 
of economically viable projects in beneficiary countries. 


IMPLICATIONS FOR U.S. BUSINESS 


Commercial Outlook: While the commercial outlook in Kuwait may 
still appear guarded, it is more favorable than it has been in 
several years. Although low oi] revenues, budget constraints and 
the Iran-Iraq war have retarded the pace of business, most 
observers agree the economy has bottomed out. There has been 
some resolution of the problems of excess retail capacity and 
inventory, and the bank settlement program should remove a lot of 
the uncertainty in business and financial circles. When the Gulf 
War ends the profitable reexport markets in both belligerent 
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countries should revive. The demand for consumer products and 
for priority goods to rebuild damaged port, oil, and other 
economic facilities should also pick up. While low oil revenues 
in both countries will not provide the foreign exchange needed 
for a major spending spree, Kuwaiti businessmen and financial 
institutions will be ready and willing to help finance a reexport 
boom. 


Focus on Development Spending: The major propellant of domestic 
business activity is the government budget, and the pace of 


business activity over the longer term will continue to be 
affected by the government's spending on internal development. 

In order to boost a sluggish economy, the Kuwaiti Government has 
tried to maintain a high level of development spending in the 
budget. In FY 1985/86 the budget contained some $2.35 billion 
for development projects. In FY 1986/87 the budget allocation 
was reduced somewhat, to $2.13 billion, in line with overall 
budgetary reductions. The impact of this spending on the economy 
is, however, expected to be stronger since the focus will be on 
projects with a high benefit to the economy and with high local 
content of goods and services. Project spending will mostly go 
to essential services, with a stress on completing projects 
already begun and new ones in the areas of housing, roads, and 
public utilities. Repair and maintenance of existing facilities 
and equipment will be emphasized. In spite of the slowdown and 
conservative attitude toward spending, there will be sufficient 
variety and volume of projects in Kuwait to attract international 
contractors, consultants, and suppliers, both directly and in 
conjunction with local firms. 


U.S. Market Position: The Kuwaiti market will remain highly 
competitive and conservative in line with a slow and gradual 
recovery of the economy. U.S. market share should, however, show 
continued improvement as the impact of the dollar's decline works 
its way through the market. In 1986 U.S. exports to Kuwait 
jumped 15.5 percent (U.S. Depatment of Commerce statistics), 
while Central Bank estimates show total Kuwaiti imports declining 
1.5 percent. Partner-country data show Japanese, West German, 
and British exports declined, and the United States regained from 
West Germany its position as number-two supplier. Traditional 
U.S. export strength has been in passenger automobiles and spare 
parts, commercial aircraft, air-conditioning equipment and 
industrial machinery, including oil- and gas-field equipment and 
services. The American position remained strong even when the 
high dollar made U.S. goods relatively expensive. Now that the 
dollar has come down, the demand for U.S. products is on the 
increase. This was evident in the automotive sector last year, 
as the relative cost of U.S. models declined over the year. In 
January/February U.S. models made up about 16 percent of new cars 
sold to private owners. By November/December, the share had 
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risen to about 27 percent, giving a full-year average share for 
U.S. passenger vehicles of nearly 22 percent. First-quarter 1987 
information indicates U.S. models are continuing to sell ata 
high rate. 


Prospects for U.S. Business: Given a stable or tightening import 
market, U.S. firms must offer good service and competitive 
prices. American firms may also do better in areas where U.S. 
products and services have a technological edge and where 
American expertise and brand names are respected. Price is an 
important factor, and the weakened dollar should help 
significantly. Electrical power generation and distribution, oi] 
field equipment and services, telecommunications, computer 
hardware and software products, security systems, medical 
equipment, and fashion apparel are promising areas for U.S. 
firms. Additional areas of interest include expertise and 
equipment in specialized fields such as environmental protection 
and alternative energy, as well as traditional products such as 
foodstuffs and apparel when competitively priced. Recent trade 
missions sponsored by the U.S. Department of Commerce in 
high-tech maintenance and operations management and by the U.S. 
Department of Agriculture in agricultural and processed food 
products have had notable success. 


U.S. firms may also be able to take advantage of Kuwait's 

aggressive foreign investment policies and development assistance 
as a vehicle for formulating joint ventures with Kuwaiti firms in 
the United States and developing courtries. In the past 2 years, 


the Embassy has sponsored three reverse-investment seminars in 
Kuwait, including a technical “how to" conference on investment 
in the United States as a whole, a regional seminar centered on 
investment in the Philadelphia region and a specialized seminar 
on foreign exchange options. All were favorably received and 
generated new business for the United States. The Embassy plans 
to sponsor additional seminars and is seeking sponsors from other 
regions of the United States. 


Arab Boycott Complication: Kuwaiti adherence to the Arab League 
boycott of Israel will inhibit or prevent some American firms 
from doing business with Kuwait. Some American companies are 
already blacklisted. Others, under investigation by the boycott 
authorities, cannot bid on Kuwaiti Government tenders, although 
their goods can still be marketed through non-tender sales. At 
times an American firm can be caught between conflicting 
requirements of Kuwaiti and American boycott regulations. Some 
of these conflicts can be resolved to satisfy both Kuwaiti and 
American law, while others remain insoluble. 


U.S. firms encounter Kuwaiti boycott procedures in certificates 
of origin, letters of credit, shipping documents, some provisions 
of tenders and contracts and in requests from the Kuwait Boycott 
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Office to furnish information about the firm's business 
relationships. Generally, the receipt of a request to 
participate in a restrictive trade practice or boycott must be 
reported to the U.S. Department of Commerce, although there are 
some exceptions. For more information on the exceptions and/or 
answers to questions about boycott regulations or problems, 
American firms should contact the Office of Antiboycott 
Compliance, U.S. Department of Commerce, Washington D.C. 20230. 


Getting into the Market: When attempting to penetrate the 
Kuwaiti market, the importance of a local agent or representative 
should always be kept in mind. Such a local partner can provide 
timely notification to American firms about tenders and be the 
link maintaining contact between U.S. firms and ministry 
officials and decision-makers. American business people should 
plan to make frequent trips to Kuwait to meet with potential 
local agents/distributors and clients. Use of the Department of 
Commerce's Agent/Distributor Service (ADS) is also encouraged for 
this purpose. More information on this service can be obtained 
from the nearest Department of Commerce's International Trade 
Administration district office. 


In the current market environment, joint ventures with Kuwaiti 
firms may be the best means for competing successfully on project 
work. Management control, limited liability for the partners and 
shelter from Kuwaiti corporate taxes are advantages which can be 
found in such ventures. Other advantages are increased profits 
and greater incentives on both sides to have the business 
succeed. Joint-venture arrangements are generally flexible 
enough to assure a generous apportionment of profits, not 
confined to the respective share of ownership of the venture. 
Joint ventures also provide the American firm an opportunity to 
(a) get better acquainted with the Kuwaitis and their market; 

(b) find and exploit commercial opportunities more easily; and, 
(c) price their work and services more competitively. This tast 
is particularly true for American consultants in joint ventures 
who can also bid on a wider range of projects in conjunction with 
a local firm. Moreover, if they win more projects, their role in 
drawing up tender specifications for future projects could 
bolster opportunities for U.S. traders and suppliers. 
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